International 
Marketing Information 
Series 


ong 


Foreign Economic Trends 
and Their Implications 
for the United States 


JUNE 1986 
COSTA RICA 


FET 86-53 
Frequency: Annual 
Supersedes: 85-82 


PREPARED BY 
AMERICAN EMBASSY SAN JOSE 


U.S. DEPARTMENT OF COMMERCE 


international Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 


tion, $70.00. Foreign mailing $17.50 additional. Single copies, $1.00, available trom Publ Sales Branch 
” . e ’ ications 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. — 





SUMMARY 


The Government of Costa Rica renewed economic stabilization efforts 
during 1985, concluding a new IMF standby agreement in March. The 
program included further attempts ts reduce balance of payments 
deficits and external arrears, lower the non-financial public 
sector deficit, scale down domestic credit expansion, limit 
inflation and lessen government controls over economic activity. 
Although the program made substantial progress in some areas 
(prices, public sector finances, real wages), economic growth was 
markedly slower than that of the previous year. 


The major developments of 1985 were: 


--Real gross domestic product (GDP) grew 1.6 percent, reflecting 
sustained internal demand and increased public construction 
activity, which compensated for tight domestic credit conditions, 


depressed demand in Central American markets, and declines in 
banana and coffee production. 


--Total exports fell by 4.9 percent, due to sharply lower sales in 
the traditional sector (sugar, bananas and products for the Central 


American markets), although non-traditional product exports to 
other markets expanded. 


--Inflation continued to abate, with consumer prices rising just 


10.9 percent, while real wages increased 7 percent and unemployment 
remained stable at 6.2 percent. 


--The GOCR tightened monetary policy to hold money supply growth 
and credit expansion below the growth of nominal GDP. Net credit 
to the public sector was essentially unchanged (declining in real 
terms), while credit to the private sector increased by 19 
percent. Real interest rates were strongly positive. 


--GOCR fiscal policy emphasized revenue enhancement (mainly through 
tax increases) which exceeded the growth in government 


expenditures. The resulting central administration budget deficit 
was estimated at 1.7 percent of GDP. 


--The Central Bank continued its policy of periodic currency 


devaluations, resulting in a December-to-December cumulative 
devaluation of 12.6 percent. 


The economic outlook for 1986 is clouded by some major 
uncertainties, including the specifics of the new administration's 
economic program, coffee prices, the cost of oil imports, and 
foreign capital inflows. However, based on several key 
assumptioas, we expect economic growth somewhat above that achieved 
during 1985. We assume the following developments: 





--Continued restrictive monetary policy including zero net growth 
in real credit creation, and further reduction in the public sector 


deficit as a percentage of GDP via revenue growth exceeding 
expenditure increases. 


--1986 coffee export prices about 70 percent above the 1985 
average; higher export revenues should push up real disposable 


personal income and aggregate demand, fueling economic growth 
during the year. 


--Stronger trade and current account performance, countered by a 
weakening of the capital and compensatory accounts, and reduced 
capital inflow with no fresh money from commercial bank creditors. 


--Continued periodic mini-devaluations leading to a cumulative 
devaluation of 12 to 14 percent by year end. 


PRODUCTION AND ECONOMIC GROWTH 


Costa Rica's real gross domestic product (GDP) increased by 1.6 
percent in 1985 to 9.82 billion colones (constant 1966 colones), a 
marked slowdown from the 1984 growth rate of 7.5 percent according 
to revised official data. With a population growth rate of 2.68 
percent, this resulted in a decline of 1.1 percent in real per 


capita GDP during 1985. Nominal GDP rose 16.6 percent to 185 
billion colones, equivalent to roughly $3.7 billion, providing a 


per capita income of about $1427. 


The strong growth of 1984 had been fueled by favorable climatic and 
cyclical conditions for agriculture and by expansionary monetary, 
fiscal and wage policies pursued in late 1983 and early 1984. In 
1985, however, more restrictive demand management and weaker 
performance of the basic productive sectors held back growth. The 
external sector also registered poor results during the year as a 
result of decreased exports. Personal consumption expenditures 
rose by 4 percent while gross fixed capital formation increased by 
11.5 percent, much of the latter due to public sector investment. 


The most dynamic productive sector of the Costa Rican economy 
during 1985 was construction, due largely to a major expansion in 
public sector spending on construction projects. After jumping 
11.6 percent in 1984, manufacturing output grew by just 1.7 percent 
in 1985, reflecting a lower rate of increase in private sector 
disposable income and a sharp decline in manufactured exports to 
the Central American region. Central American trade was negatively 
affected by crises in several national economies, and by export 
restrictions related to payment arrears on intraregional trade. 
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Small gains were achieved in commerce (2 percent), general 
government (1 percent) and other sectors (2 percent). Significant 
declines in banana and coffee output depressed overall production 
in the agricultural sector, which fell one percent during 1985. 
Some banana acreage was taken out of production, and banana crops 
were damaged by heavy winds in the first half of the year. Coffee 


output reflected a cyclical downturn after the record 1984-85 
harvest. 


GDP growth for 1986 is expected to be above that of 1985, with many 
of the factors responsible for the 1985 results persisting into 
1986. Low foreign exchange reserves and limited availability of 
external resources will necessitate relatively tight monetary and 
fiscal policies. Demand in the Central American 

region will remain weak, although some progress may be made in 
resolving trade payments problems. The major positive factor 
during the year will be coffee prices which, because of the 
devastation of the Brazilian crop by drought, will be significantly 
higher than last year. Expanded export revenues will increase real 
disposable personal income and aggregate demand to stimulate 
economic growth. Higher coffee earnings during 1986 are expected 
to be temporary, however, and will not resolve Costa Rica's medium 
term financial and structural problems. The expected further 
negotiations with international financial institutions should 
reflect these more fundamental concerns. 


INFLATION, UNEMPLOYMENT AND WAGES 


As measured on a December-to-December basis, consumer price 
increases moderated considerably in 1985. The consumer price index 
showed a rise of 10.9 percent, after having gone up by 17.3 percent 
in 1984. Wholesale prices showed a similar pattern, increasing 7.6 
percent compared to 12.2 percent the prior year. The projection 
for 1986 is for continued moderate inflation, with lower petroleum 


prices and restrained domestic demand helping to contain price 
pressures. 


Open unemployment fell slightly during 1985, averaging 6.2 percent 
against a 6.4 percent average for 1984. An estimated 61,000 


persons were out of work in July 1985, with an additional 8 percent 
underemployed. 


Real average wages increased in both the public and private sectors 
in 1985, by about 2.4 percent and 5.9 percent respectively. While 
1985 wage movements continued the trend of real wage increases 
begun in 1983, the pace slowed from the 14 percent overall rise of 
1984. The GOCR's wage policy has been basically. designed to 
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control inflationary pressures while minimizing the effects of 
price increases on low-income groups, and its effect was to return 
real average wages to about the level registered in 1980. 


FISCAL POLICY 


The GOCR's fiscal policies were an important feature of the balance 
of payments assistance agreements reached for 1985. The GOCR 
undertook to limit the overall deficit of the nonfinancial public 


sector to 1.5 percent of GDP, and to eliminate banking system 
financing of the deficit. 


The GOCR's approach to controlling the public sector deficit has 
featured increasing tax revenues and state enterprise charges 
rather than containing public sector expenditures. From 16.7 
percent of GDP in 1976, the total tax burden including social 
security charges has risen to 25.6 percent of GDP in 1984 (1985 
figures are not yet available). Following a 22.9 percent increase 
in 1984, central government tax receipts rose a further 20.9 
percent in 1985. One third of the 1985 increase came from higher 
import revenues, derived from a surcharge, which increased by 
nearly double the rate of increase in total tax receipts, despite 
Stagnant import levels. Consumption, sales and miscellaneous tax 
revenues also rose significantly, while income and export tax 
collections fell in real terms. GOCR expenditures rose moderately 
on the whole, with central administration and state enterprise 
spending up 12 percent and 16 percent respectively. However, 
expenditures by the rest of general government were up 31 percent. 


The GOCR achieved a third year of reductions in the total public 
sector deficit, which has now fallen from 14.6 percent of GDP in 
1982 to an estimated 7.1 percent of GDP in 1985. Central Bank net 
operational losses, which have persisted at about 5 percent of GDP 
in recent years, now represent the largest component of the 
deficit. The Bank has little immediate flexibility to reduce its 
heavy interest payments on medium and long term external debt, or 
to improve returns on its interest-earning assets; thus, much of 
the burden of future improvements in the public sector deficit 
situation will fall on the non-financial public sector budget. 


The GOCR conmitted itself to avoid recourse to net deficit 
financing from the domestic banking system or to a net increase in 
bond placements outside the banking system. The overall fiscal 
deficit was to be financed mainly by the use of foreign long-term 
borrowing on concessional terms. Also, new public sector external 





borrowing was to be limited to $25 million for medium-term and $50 
million for long-term loans. Given these restrictions, the 1985 
public sector deficit of 3.44 billion colones was financed mainly 
through the sale of Treasury bonds (bonos fiscales). 


Latest figures show budgeted expenditures for 1986 totaling 41.8 
billion colones; with projected revenues of 38.7 billion colones 
this leaves 3.1 billion colones unfinanced. However, considerable 
uncertainty surrounds the 1986 fiscal program and financial 
operations of the public sector; if the new government coming into 
office negotiates new programs with the IMF and IBRD, this will 
doubtless affect fiscal operations. The extent to which world 
coffee and petroleum price changes will increase central government 
revenues is not clear, either. At this time the projection is for 
extra revenues of close to 2.5 billion colones from coffee tax 
receipts, and 1.0 billion from increased profits of RECOPE 
(assuming retail petroleum prices are maintained at present 
levels). This would result in a decline in the nonfinancial public 


sector deficit as a percentage of GDP from 1.7 percent in 1985 to 
1.4 percent in 1986. 


MONETARY POLICY 


Like fiscal policy, monetary policy in 1985 followed the generally 
restrictive lines of Costa Rica's economic stabilization program. 
Among the GOCR's major goals were a reduction in public sector 


claims on banking system credit, an expanded role in credit 
allocation for bank managers and market forces, and the promotion 
of domestic savings through appropriate interest rates. 


The GOCR's monetary policy was generally successful. Net domestic 
assets of the banking system expanded by 21.5 billion colones or 
12.3 percent in 1985. Within the total, net credit to the public 
sector was held at the previous year's level, increasing just 0.3 
percent, while credit to the private sector expanded 18.8 percent. 
The money supply (Ml) grew only 1.3 percent in 1985. Money and 
quasimoney (M2) exhibited more dynamic behavior, increasing by 12.1 
percent in 1985. While there may have been some shift from demand 
to time deposits due to higher interest rates, a one-time increase 
in foreign exchange deposits, probably attracted by high interest 
dollar denominated securifies, also increased local savings. This 
experiment is not expected to be repeated due to the high cost of 
such instruments to the Central Bank. 
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Monetary policy in Costa Rica is constrained by the general 

openness of the economy, by high real interest rates prevailing 
throughout world money markets, and by the crawling peg exchange 
rate program. These factors, and the Monge administration's 
decision to increase the role of interest rates in mobilizing 
domestic savings, produced borrowing rates in Costa Rica's 
organized financial markets that were effectively in the range of 

25 to 35 percent per annum and thus strongly positive in real terms. 


In line with a process of reform of the Costa Rican banking system, 
the Central Bank has been reducing the scope of administrative 
allocation of bank credit. Quarterly credit ceilings were reduced 
from 8 broad and 53 specific categories in 1983 to just 3 broad 
categories during 1985. For 1986, global quarterly credit ceilings 
will be applied only to credit funded with domestic resources 
(chiefly demand deposits) by the commercial departments of the 
State-owned banks. Since 1984, subsidized credit has been extended 
only to small producers, with the total amount limited to 15 
percent of the total credit portfolio of state-owned banks. Each 
bank is now allowed to charge on loans and to pay on deposits up to 


3 percentage points above or below the respective rates set by the 
Central Bank. 


As in 1985, the 1986 monetary program projects growth in net 
domestic assets of the banking system below the growth of nominal 
GDP, with unchanged net credit to the nonfinancial public sector 
and a modest expansion in credit to the private sector. It is 


anticipated that the growth in nominal credit for the economy as a 
whole will only slightly exceed the increase in domestic prices, 
resulting in minimal growth in real credit, which will restrain 
aggregate demand. This restrictive monetary policy will be 
required by low foreign exchange reserves and the continuation of 
tight external resource availability. 


FOREIGN EXCHANGE 


The foreign exchange rate was adjusted at least monthly during 
1985, as the Central Bank continued its policy of numerous small 
devaluations designed to maintain competitive export prices without 
accelerating domestic inflation. The colon was devalued by a total 
of 12.6 percent on a December-to-December basis, closing 1985 at 
C53.95:$1. The Central Bank is expected to maintain this policy 
through 1986. 





Good exchange rate management is the most effective policy tool 
available to the GOCR for increasing export profitability, and thus 
encouraging the expansion of nontraditional exports and the 
continuation of traditional exports. For a small open economy such 
as Costa Rica's, export growth is the key to higher standards of 
living and economic progress. 


INTERNATIONAL TRADE 


Costa Rica's export performance in 1985 was disappointing, with 
total exports declining by 4.9 percent to stand at $932 million. 
Revenue from coffee, bananas, beef and sugar--the four traditional 
agricultural export products that generally comprise about 60 
percent of total exports in value--remained virtually unchanged 
from the 1984 level. The volume of coffee exported was up due to a 
larger harvest, and coffee prices were also higher, resulting in a 
17.9 percent increase in coffee export revenue over 1984. In 
contrast, the value of banana exports fell 15.5 percent as 
plantation closures and wind damage cut the amount of fruit 
available for export. Beef exports rose to 26,954 kilos, finally 
surpassing the level attained in 1982, and gained about 22 percent 
in value. Reflecting very depressed world prices and a cut in 
Costa Rica's export quota to the U.S. market, a sharp contraction 
of about 70 percent occurred in sugar export volume and value. ~ 


Sales to Costa Rica's traditional Central American markets fell 
precipitously during 1985 as economic adjustment measures and 


limited growth depressed import demand in those countries. Equally 
important were mounting Central American trade debts to Costa Rica 
which caused the Central Bank to impose temporary restrictions 
(including a suspension of trade with Guatemala) on exports to 
those countries. The decline in 1985 export revenues from Central 
American sales was larger than the decline in total Costa Rican 
exports for the year. 


Exports of non-traditional products to markets outside the Central 
American Common Market (CACM), which the GOCR has been promoting 
since 1983, expanded by 10.6 percent in 1985. Available data 
indicate significant increases in exports of shrimp, alcohol, 
furniture, clothing and undergarment items, cut flowers and 
ornamental plants, cacao, and chocolate. 


Although restrictive demand policies were successful in restraining 
imports to the same level as 1984, the trade balance remains in 
deficit. In real terms, imports are substantially below the high 
point reached in 1980 (when they ballooned to $1.5 billion). 
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Costa Rica's economy is an open one, relying on exchange rate 
adjustments, tariffs, and control of internal credit to restrain 
import growth; there are no significant import restrictions. This 
has led to a general consensus on the need for a major 
reorientation of the domestic economy to encourage the diversion of 
available resources to the non-traditional export sector, a major 
objective of the World Bank structural adjustment program. 


The export projection for 1986 depends principally on the coffee 
situation. Coffee earnings will be up substantially over 1985, 
even if world coffee prices retreat somewhat from their recent 
highs, because large sales at low prices to non-ICO-member 
countries will not be made in 1986 as they were in 1985. A roughly 
10 percent decline in export volume and a 70 percent increase in 
average price would produce coffee export revenues of $480 

million. A substantial increase in non-traditional products to 
non-CACM markets is also expected, with other export categories 
showing modest improvements. Recent Central Bank restrictions on 
trade with El Salvador and Honduras, due to non-payment of trade 
debts by those two countries, will limit Costa Rican exports to the 
CACM. Total exports are estimated at $1133 million, an increase of 
22 percent. 


Taking into account the anticipated moderate GDP growth for 1986, 
lower import prices for petroleum and petroleum-based products, and 
an anticipated partial translation of higher incomes from coffee 
into higher demand for imports, total 1986 imports are projected to 
be $1150 million for an increase of 3.7 percent over 1985 levels. 
Thus, the trade account would improve dramatically, approaching a 
balance for the first time since 1982. 


BALANCE OF PAYMENTS 


Major features of Costa Rica's 1985 balance of payments per formance 
were a deterioration in the trade account, mainly on the export 
side, large direct balance of payments assistance operations 
(disbursements and rescheduling), and disruptions in foreign 
exchange inflows due to delays in approving financial agreements by 
the Legislative Assembly. 


The combination of a 4.9 percent drop in Costa Rican exports and 
essentially unchanged imports produced a $56 million deterioration 
in the trade account, which closed 1985 with a deficit of $177 
million. The services account deficit also worsened slightly, as 
more official interest was paid and less rescheduled. The deficit 
on current account grew to $357 million. This deficit has been 
increasing since 1982, and represented about : 





9.7 percent of 1985 GDP. Direct balance of payments assistance 
amounted to $582 million, comprising $160 million in disbursements 
of U.S. Economic Support Funds, the $75 million revolver zredit 
facility, $275 million in debt relief through rescheduling, $33 
million in net IMF resources transferred to Costa Rica, and $40 
million from the World Bank's Structural Adjustment Loan. Despite 
some delay in receipt of external financing, by the end of the year 


the Central Bank had reduced its external payments arrears by $112 
million. 


The expected improvement in the trade account in 1986 will be 
accompanied by an improvement in the balance on other current 
payments. With continued stable transfers, the current account 
deficit should decline to less than $200 million. However, the 
capital account is projected to weaken by about $200 million due to 
a projected decline in debt service relief and in fresh money from 
commercial bank creditors. The GOCR would have to reach a new 
arrangement with the IMF in order to obtain potential Paris Club 
refinancing or new commercial bank money. While it is possible 
that these negotiations could be concluded in time to permit 
rescheduling of 1986 debt service due, this cannot be assumed. 


EXTERNAL FINANCE AND DEBT 


The external financial situation has been crucial to the GOCR's 
economic policy planning throughout the Monge administration. A 
number of difficult rescheduling an” balance of payments assistance 
negotiations which could not be finalized during 1984 were 
completed in 1985. In March a long-delayed standby program was 
approved by the IMF, which was a key prior condition for the 
rescheduling of debt with external creditors. The objectives of 
the standby were to continue low inflation, to reduce the balance 
of payments current account deficit to $300 million, and to 
replenish foreign exchange reserves of the Central Bank by $60 
million. The measures agreed on included limits on the 
nonfinancial public sector's actual deficit, on the means of 
financing the deficit, and on its external borrowing; positive real 
interest rates; a crawling peg exchange rate policy; the 
elimination of most foreign exchange payment arrears; no increase 
in restrictions on non-capital international transactions; limited 
price controls and subsidies; and a wage policy designed to just 
keep pace with inflation in the basic market basket. 


During the first half of 1985 the GOCR obtained debt rescheduling 
agreements with the Paris Club and with the foreign commercial 
banks, and negotiated a Structural Adjustment Loan (SAL) with the 
World Bank. The Paris Club minute rescheduled most debt service in 
arrears at the end of 1984 and through March 1986 with ten creditor 
countries. The commercial bank agreement rescheduled payments due 
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in 1985 and 1986, and also provided a $75 million new credit 
facility. The World Bank SAL provided $80 million, although only 
$40 million was actually disbursed in 1985. The GOCR also received 
$160 million from USAID and net IMF resources of $33 million. The 
total balance of payments support package arranged by the GOCR was 
$582 million. 


This package was complicated by the need to coordinate negotiations 
with all parties, and its implemention was delayed on several 
occasions by the failure of the Legislative Assembly to ratify the 
agreements promptly. This required renegotiation of some of the 
agreements, entailing further delays in disbursements. The second 
tranche of the SAL was not disbursed during 1985 due in part to 
problems related to the implementation of the CACM tariff reform, a 
basic part of the structural adjustment being supported by the loan. 


In the absence of further debt relief, debt service is projected to 
exceed 50 percent of export earnings in 1986 and 1987; projections 
through 1990 are equally sobering. Thus, new reschedulings of 
external public sector debt will be required to avoid default if 
the debt service burden is to be reduced to a tolerable level. 


IMPLICATIONS FOR U.S. BUSINESS 


CARIBBEAN BASIN INITIATIVE (CBI): In December 1983 Costa Rica was 
designated as a beneficiary nation under a major U.S. initiative of 
trade and economic assistance for the Caribbean region called the 
Caribbean Basin Initiative (CBI). The CBI seeks to spur economic 
revitalization and expanded private sector opportunities in the 
region, primarily via a one-way free trade area which allows 
duty-free access to the U.S. market for the majority of Caribbean 
Basin products for a 12-year period. Most products exported from 
the CBI countries are eligible, except canned tuna, petroleum and 
petroleum products, footwear and certain leather products. A 
special program of guaranteed access levels for apparel products 
produced in the CBI countries from cloth made and cut in the U.S., 
is now being implemented. It is expected that the CBI will also 
generate opportunities for direct investment by U.S. firms for 
joint ventures, subcontract manufacturing and licensing. 


In the two years since Costa Rica became a CBI beneficiary, U.S. 
imports from Costa Rica have”txpanded by 23.2 percent, moving from 
$452 million in 1983 to $556 million in 1985 according to U.S. 
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figures. Exports to the U.S. of non-traditional products, which 
Costa Rica has promoted in order to develop and diversify its 
economy, rose by about 40 percent. Among the products whose U.S. 
sales have grown substantially are fish and shellfish, clothing and 


undergarment items, cut flowers and ornamental plants, alcohol, 
furniture and manmade fibers. 


TRADE: EXPORTING TO COSTA RICA: Costa Rica maintains a trading 
regime which does not unduly restrict U.S. exports. U.S. products 
have consistently accounted for one-third or more of total Costa 
Rican imports. In the past, the high common external tariff of the 
CACM had served as a deterrent to some imports, especially finished 
consumer goods. However, the CACM tariff reform that became 
effective at the start of 1986 should facilitate the access of more 
U.S. goods to Costa Rican markets. Product categories offering the 
best potential for export sales to Costa Rica include equipment and 
machinery for food processing and packaging, metalworking, 
agriculture, and health care, plus automotive parts. Sales 
prospects in these categories should remain good as long as 
equipment is generally price-competitive and financing terms match 
or are similar to those of foreign competition. Further specific 
information regarding exporting to Costa Rica is contained in the 


U.S. Department of Commerce publication Overseas Business Report: 
Marketing in Costa Rica. 


INVESTMENT CLIMATE 


Costa Rica continues to offer one of the better investment climates 


in the Caribbean basin. Costa Rica has the most stable and 
enduring democracy in Latin America, possesses a well-educated, 
easily trainable labor force, and enjoys a well-developed 
infrastructure of communications, electricity and transportation. 
Costa Rica has two major airports and five seaports allowing easy 


access to international markets, as well as extensive road and rail 
systems facilitating internal transportation. 


The GOCR attitude towards foreign investments in large measure has 
been positive. The Costa Rican constitution guarantees foreign 
investors the same legal rights as Costa Rican citizens, except for 
participation in political affairs. There are no legal 
restrictions on repatriation of profits, no discriminatory import 
policies or license requirements, nor joint venture regulations 
that might represent barriers to direct foreign investment in Costa 
Rica. Foreigners may legally own equity in Costa Rican companies, 
and may invest in all areas not expressly reserved for state or 
parastatal entities. United States corporations may be organized 
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legally in several ways, including organization as a branch, as a 


joint venture or wholly foreign-owned subsidiary, and as an 
incorporated company. 


The outgoing Monge Administration placed considerable emphasis on 
enhancing the export and investment climate through a Cabinet-level 
program and other efforts. The incoming Arias Administration looks 
set to continue this emphasis, and has already announced that it 
will establish a new Ministry of Foreign Trade, to include existing 
entities dealing with trade and investment promotion. It is 
anticipated that the new Ministry will further streamline the 


processes involved in establishing new export and investment 
operations. 


Costa Rica is negotiating with the United States Government a Tax 
Information Exchange Agreement, which is necessary in order for 
expenses of business conventions held in Costa Rica to be 
tax-exempt under the CBI; and a Bilateral Investment Treaty 
designed to protect the legitimate rights of U.S. investors in 
Costa Rica. In addition, a proposed hydrocarbons law would allow 
private sector participation for the first time in all phases of 
mineral and petroleum exploration and extraction. 


American investors in Costa Rica are eligible to apply for U.S. 
Government Overseas Private Investment Corporation (OPIC) insurance 
against currency inconvertibility, expropriation, war, revolution, 
insurrection and civil strife. OPIC has a finance program 
implemented through loan and loan guaranty techniques that provide 
medium- to long-term funding to overseas ventures involving 
significant equity and management participation by U.S. 
businesses. Also, OPIC has introduced a new computerized 
Opportunity Bank which seeks to identify and match potential 
foreign investment projects with U.S. investors seeking investment 
opportunities abroad, including in Costa Rica. 


The Center for Export and Investment Promotion (CENPRO) has begun a 
Joint Venture Trade Mart, similar to the OPIC investment 
opportunity bank, which lists Costa Rican firms seeking foreign 
capital, technology, management and/or marketing. CENPRO will be 
incorporated into the new Foreign Trade Ministry, which is likely 
to continue this effort. 


Any bona fide investment is encouraged in Costa Rica. The GOCR is 
particularly interested in agroindustry, specialty agriculture © 
(flowers, ornamental plant, spices, jojoba, etce.), food processing, 
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light assembly operations, espcially textiles and electronics under 
"drawback" arrangements, and Other labor intensive activities. 
Because of problems with squatters, investment in rural land should 
be limited to circumstances where the investor intends to actively 
develop the farms. Absentee land investment for speculative 
purposes, or investments through land developers not well known to 
the investor, are not recommended. Additional information 
regarding investments in Costa Rica can be obtained from the U.S. 
Bnbassy publication “Investment Climate Statement: Costa Rica." 

An "Investors Guide to Costa Rica" is also available for purchase 
from the Costa Rican-American Chamber of Conmerce. 


FOR FURTHER INFORMATION 


In Costa Rica: 


Ministerio de Comercio Exterior 
Foreign Trade Ministry 

Apdo. 5418 

1000 San José 


Banco Central de Costa Rica 
Central Bank 

Apdo. 10.058 

1000 San Jose 


Camara de Representantes de Casas Extranjeras (CRECEX) 
(Chamber of Representative of Foreign Firms) 

Apdo. 3738 

1000 San Jose 


Costa Rica's law stipulates that foreign companies must have a 
local representative in order to sell products in Costa Rica. An 
Agent/Distributor Service request may be made through CRECEX or 
through your local U.S. Department of Commerce District Office. 


Coalicién Costarricense de Iniciativas de Desarrollo (CINDE) 


Costa Rican Coalition for velopment Initiatives 
Apdo. 6807 


1000 San Jose 


An association of private sector leaders, CINDE was formed in late 
1982 to support private sector production initiatives, promote more 
appropriate private sector development and foreign trade and 

investment policy positions from the GOCR, and to support U.S. and 


Costa Rican private voluntary organizations working on CBI 
development projects. 





Costa Rican-American Chamber of Commerce 
Apdo. 4946 

1000 San Jose 

Telephone: 011 (506) 33-21-33 
American Embass 

APO Miami, FL 34020 

Bonnie Lincoln, Economic Counselor 
Peter Alois, Commercial Attache 
Telephone: 011 (506) 33-11-55 

In the United States: 

U.S. Department of Commerce 
Caribbean Basin Information Center 
Room 3020 

Washington, D.C. 20230 


Telephone: (202) 377-0703 


Overseas Private Investment Corporation (OPIC) 
1615 M. Street, N.W 


Washington, D.C. 20527 


Telephone: (202) 457-7200 
U.S. Offices of CINDE: 


235 Peachtree Street, Suite 1617 
Atlanta GA 30303 

Telephone: (404) 223-5708 
Ricardo Solera, Regional Manager 


Suite Al 

36 Hunting Lane 

Samford CN 06902 
Telephone (203) 968-1448 
Rodrigo Zapata, Manager 


17910 Sky Park Circle 
Suite 101 

Irvine CA 92714 
Telephone (714) 786-8457 
Ricardo Sauma, Manager 


Consulado de Costa Rica 
209 Post Street 

Suite 923 

San Francisco CA 94108 
Mario Madrigal, Manager 
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COSTA RICA: KEY ECONOMIC INDICATORS 
(money values in millions of U.S. dollars unless otherwise noted) 


Change Proj. 
1984 84/85 1986 


INCOME, PRODUCTION AND EMPLOYMENT 
GDP in current prices 3563.1 1.3% 3711.5 
Growth of Real GDP 7.5% = 3.4% 
Exchange rate: colones per 
U.S. dollar 
(IMF, period average) 44.533 12.6%(a) 57.60 
Per capita income (dollars) 1425 0.8% 1409 
Population (000) 2500 2.7% 2635 
Employed labor force (000, November) 839.7 3.9% NA 
Unemployment rate (Average) 6.4% - NA 


MONEY AND PRICES 
Money supply (M)) 28420 N/A 


(MQ ) 74693 N/A 


Interest rate to industry 

(year-end rate) 23.5% NA 
Wholesale price index change 

(Dec. to Dec.) 12... 9 NA 
Consumer price index change 

(Dec. to Dec.) 17.3% NA 


Trade and Balance of Payments 
Exports (f.0.b.) 980 


to U.S. 342 
to CACM 193 
Imports (c.i.f.) 1101 
from U.S. 395 
from CACM 115 
Trade Balance -121 
Current account balance -288 
Net official reserves -114 
External public debt 3559 
Annual debt service 32a 
(paid only) 
Debt service ratio 32.9% 
(debt service exports) 


CENTRAL GOVERNMENT BUDGET (b) 
Current expenditures 
Revenues 
Tax revenues 
Current surplus/deficit 
Fixed capital formation 
Other capital expenditures 
Overall deficit 


(a) December-to-December change 
(b) Includes budget of President's office, Ministries, legislative and 


judicial branches; excludes state enterprises, state-owned banks, National 
Insurance Institute, public universities and other such public sector entities. 




































